MICHAEL G. OXLEY. OH, CHAIRMAN

JAMES AL LEACH, 1A
RIEHAAD H. BAKER, LA
DEBORAH PRYCE, OH
SPEMNCER BACHUS, Al
MICHAEL N. CASTLE, DE
EDWARD R, ROYCE, CA
FRANK D, LLICAS, DK
ROBERT W. NEY, OH
SUE W. KELLY, NY

Vice Cram
HON PAUL, TX
PAUL E. GILLMORA, OH
JIMBYUN, RS
STEVEN C. tATOURETTE, OK
DONALD A, MANZULLO, IL
WALTER 8. JONES. Jn., NC
JUDY BIGGERT, IL
CHRISTOPHER SHAYS, CT

GARY G, MILLER, CA
FATRICK J. IBERI, OH
MARK R, KENNEDY, MN
TOM FEENEY, FI,

JEB HENSARLING, TX
SCOTT GARRETT, NJ
GINNY BROWN-WAITE, Fl.
J. GRESHAM BARRETT, SC
KATHERINE #ARRIS, FL
RICK RENZI, AZ

JM GERLACH, PA
STEVAN PEARCE, NM
RANDY NEUGEBAUER, TX
TOM PRICE, GA

MICHAEL G. AITZPATRICK, PA
GEGFF DAVIS, KY
PATRICK T. MCHENAY, NC
JOKK CAMPBELL, CA

.. Pouse of Representatives

Committee on Financial Serbices

2129 Rapburn Bouse @ifice Builving
THashington, BC 20515

September 14, 2006

BARNEY FRANK, MA, RANKING MEMBER

FAUL E, KANJORSKY, PA
MAXINE WATERS, CA
CAROLYN B, MALONEY, NY
LUIS V, GUTIERREZ, L
NYDIA M. VELAZOUEZ, NY
MELVIN L. WATT, NC
GARY L, ACKERMAN, NY
DARLENE HOOLEY, OR
JSULIA CARBON, iN

BRAD SHERMAN, CA
GREGORY W. MEEKS, NY
BARBARA LEE, CA

DENMIS MOORE, KS
MICHAEL E. CAPUAND, MA
HARQLD £ FORDL Jn, TH
AUBEM HINOJOSA, TX
JOSEPH CROWLEY, NY

VITO FOSSELLA, NY

ROBERY U. FOSTER 11l
Ciner oF STarr

The Honorable Richard C. Shelby

Chairman

The Honorable Paul 5. Sarbanes

Ranking Member

Committee on Banking, Housing, and Urban Affairs
U.S8. Senate

SD-534 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Chairman Shelby and Ranking Member Sarbanes:

As the 109 Congress enters its final weeks, there are a handful of important
legislative initiatives on which our respective Committees have spent a great deal of
time and effort, but which have yet to be resolved. While the differences between
the House and Senate measures are relatively small in most cases, time is not on
our side. In our opinion, one of the most urgent of these issues is regulatory reform
of the government-sponsored entities, or GSEs.

Accounting violations and corporate mismanagement by the GSEs have
brought to light the fact that current GSE regulators lack many of the supervisory
and enforcement powers bank regulators can wield. We must remedy this situation
by consolidating GSE regulation and providing the tools needed to oversee these
large, complex financial institutions. Both H.R. 1461 and S. 190 create a strong
independent agency to ensure the GSEs operate in a safe and sound manner and
comply with their statutory missions.

We believe firmly that the outstanding differences in the GSE legislative
debate are less than ever before and that final agreement can be reached this
session. We note with approval the renewed energy brought to the debate by
Treasury Secretary Paulson, as well as OFHEO Director Lockhart.

The purpose of this letter is to express our desire to work with you to find
creative compromises to achieve our bicameral, bipartisan goal of strengthening
GSE oversight and ensuring the stability and accountability of these institutions.
This Congress should not close without addressing the serious inadequacies of the
current GSE regulatory system.

WH LACY CLAY, MO
STEVE tSRAEL, NY
CARDLYN MECARTHY. NY
JOE BACA, CA
JiM MATHESON, UY
STEPHEN F, LYNCH, MA
HRAD MILLER, NC
DAVID SCOTT, GA
ARTUR DAVIS, Al.
AL GREEM, TX
EMANUEL CLEAVER, MO
MELISSA L. BEAN, IL
DEBBIE WASSERMAN
SCHULTZ FL
GWEN MOORE, WI

BERNARD SANDERS, VT



The Honorable Richard C. Shelby
The Honorable Paul S. Sarbanes
Page 2

September 14, 2006

We, the undersigned members of the House Committee on Financial Services,
urge you to act expeditiously in the full Senate so that we may proceed to a
conference committee, where we can work together to send this vital legislation to
the President this year. We believe we have a unique opportunity to enact robust,
comprehensive GSE reform. We pledge our cooperation, our good faith, and our best
efforts to achieve this end and urge Senate action.

Yours truly,
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The Honorable Richard C. Shelby, Chairman
The Honorable Paul S. Sarbanes, Ranking Member
Senate Banking Committee
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Congressman Michael G. Oxley, Chairman
Congressman Barney FFrank, Ranking Member
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Congressman Jim Leach
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Congressman Bob Ney
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